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The annual unitholders’ meeting of Oceanex Income Fund will be held on May 1, 2003, 
at 11:30 a.m. (local time), in the Salon Maisonneuve A of the Marriott Chateau Champlain, 


1, Place du Canada, Montreal, Quebec, Canada. 
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Oceanex, over the years, has earned a solid reputation as a reliable and efficient ocean carrier between 
the mainland and the Province of Newfoundland and Labrador. As an Income Fund in its fifth year of 
operation, our results have proven to be just as reliable as our transport services. 


We have achieved this enviable distinction on the strength of relationships established over time with our 
numerous business partners and the communities we serve, and with the support of our dedicated 
employees and unitholders. 


Oceanex, since its early days, has contributed to and benefited from the growing economy of 
Newfoundland and Labrador. We remain a strategic and important link to the Province and will 
continue to participate in its future growth. 


MESSAGE FOasiNitt | igi mikes 
2002 OVERVIEW 
We are pleased to report solid results for Oceanex Income Fund for the year ended December 31, 2002. 


During the year we generated revenue of $93 million reflecting an increase of 2.2% over 2001 revenue of $91 million. This 
revenue included $3.9 million ($5.2 million in 2001) of fuel surcharges that only partially offset surging fuel expenses thus 
reducing the operating contribution which should have resulted from higher freight revenues in 2002. 


Income before amortization, investment income from ship replacement fund and income taxes reached $12.9 million for the year, 
as compared to $13.1 million a year ago. These results were achieved as we maintained our scheduled departures and enjoyed 
a high degree of customer satisfaction and support throughout the year. Oceanex handled a total of 70,202 TEU’s (twenty-foot 
equivalent units) to and from Newfoundland in 2002, reflecting a 5% increase over last year. Concurrently, automobile shipments 
reached 21,359, the highest level achieved over the last five years in response to aggressive incentives provided by various 
vehicle manufacturers. Volume from Newfoundland to Atlantic and Central Canada continued to be strong and reached 18% of 
our total carryings in 2002 on the strength of key accounts located on the west coast of the Province. 


Cash distributions to unitholders for the year totalled $9.8 million or $112.44 per 100 trust units. For sixty consecutive months 
since the IPO we have made consistent distributions to unitholders in accordance with indications in our initial offering. 


Our ship replacement fund posted an excellent return of 9% in 2002 (11.2% in 2001) closing the year with a market value of 
$29.2 million. This fund will eventually be utilized in connection with the replacement of our multi-purpose vessels, 


In our continuous quest for quality we recently secured ISO 9001 and ISM certification for our three vessels and marine department. 
ISO refers to a process of continued improvement by quality awareness whereas ISM relates to vessel safety and maintenance 
management. ISM certification allows our vessels to travel internationally for drydocking purposes. The ISO/ISM program includes 
a new electronic system of procedures and safety guidelines that have been developed for our fleet and marine department. 


NEW MONTREAL TERMINAL 

In Montreal, effective January 1, 2003, we have relocated our terminal operations to the Bickerdike pier complex which is located 
at the upstream, west end of the port. We have concluded a ten-year agreement with Empire Stevedoring Co. Ltd., the terminal 
operator, and the Montreal Port Authority for the priority use of this facility. A new Ro/Ro ramp was designed and built in 
accordance with our current and future requirements and electrical outlets were installed to accommodate over one hundred 
temperature-controlled containers. One of Bickerdike’s advantages is its staging areas for trucks, where major inland carriers 
can pick up empty containers and drop off loaded units at any time. This feature, combined with ease of access to the 
Bonaventure expressway, will reduce truck-waiting time and ensure that Oceanex and its partners in the transportation chain will 
benefit from productivity gains and cost savings. 


OUTLOOK FOR 2003 

The Newfoundland economy continues to show encouraging signs of growth. There is a surge in investment underway 
including the development of the White Rose oil field and Voisey’s Bay’s massive mineral find. We expect to play a vital 
transportation role in the pre-production and production stages of these developments. We will continue to play a leading role 
as the exclusive carrier for a number of major retailers as some of our contracts have been extended for several years. One of our 
main challenges continues to be the uncertainty surrounding volatile world fuel prices. Nevertheless, we believe that our policy 
of adjusting fuel surcharges in response to changing market conditions will attenuate the impact on our results. 


In today’s intermodal market, most common carriers are replacing ageing fleets with larger cubed 53' units. In order to remain 
market leader and in response to customers’ requirements we will introduce 53' containers to our fleet. We have recently ordered 
110 - 53' containers at a cost of $1.5 million scheduled for delivery in the second quarter of 2003. All of these new units are 
designed to be easily converted into heated containers as this enables us to handle perishables year-round. 


Our M.V. Cabot was in dry dock early in 2003 and it was modified to carry sixty-four 53' containers. The introduction of 53' 
containers enhances the Cabot’s carrying capacity from 610 TEU’s to 624 TEU’s. It is also our intention to modify the M.V. Cicero 
in the spring of 2003 by substituting some 48' slots for 53' containers. 


Target accounts have been identified in each sales territory and, with the introduction of 53' containers, we are confident about 
our ability to capture additional market share. Furthermore, in order to alleviate congestion at our St. John’s terminal due to high 
volumes resulting from handling three ships a week, we are currently in the process of setting up an off site storage facility for 
international temperature-controlled containers. 


Given volume growth in recent years, and considering future opportunities expected to result from the growth in the economy 
of Newfoundland and Labrador, ship capacity will become a key factor in our ability to remain market leaders. Given the lead time 
required in order to secure replacement tonnage, we are pleased to advise that we are in the final stages of the assessment of our 
vessel capacity requirements. 


Messrs. John Walsh and Robert Patten, Board members from St. John’s, Newfoundland, resigned after many years of dedicated 
service to Oceanex and its predecessor companies. We thank them for their contribution and wish them well in the future. 
We are pleased to welcome to our Board Messrs. R. Wayne Myles of Portugal Cove - St. Philips, Newfoundland, Managing Partner 
of Benson Myles, and Dean T. MacDonald, Executive Vice-President and Chief Operating Officer of Rogers Cable Inc. Mr. Pierre 
Couvrette, Vice-President Finance and Administration and Secretary, retired in October 2002. We thank him for his commitment 
and dedication to the organization. Mr. Daniel Bélisle was recently appointed as Mr. Couvrette’s successor. Mr. Bélisle, a 
graduate of McGill University, has an extensive background in international container shipping and marine terminal operations. 


The main reason for our continued success and our confidence in the future is our great team of people. We believe our ability 
to satisfy our customers depends directly on how well we meet the needs of our employees. We strive to provide our staff with 
competitive compensation and benefit packages, training and development programs that will help them meet our customers’ 
needs and fulfill their own ambitions and support them through the many changes we are facing. | would like to thank all of 
our employees for their entrepreneurial spirit and resolve in the exercise of their duties. | am proud of their contribution and of our 
collective achievement. 


The Oceanex group is well positioned to meet the challenges of the future and will continue its record of growth and success for 
all its stakeholders. 


Finally, | wish to express my gratitude to the Board of Directors and Trustees for their counsel and support throughout the year. 


Peter Henrico 
Presideat & CEO 
February 18, 2003 


MANAGEMENT'S DISCUSSION AND ANALYSIS 


CAUTION REGARDING FORWARD LOOKING STATEMENTS 

Management's Discussion and Analysis provides a review of the performance of the Oceanex Income Fund, and its subsidiaries. 
Performance for 2002 is compared with 2001, and issues and risks that can be expected to impact on future operations are 
discussed. These issues and risks may cause actual results to differ materially from those described in forward-looking statements 
contained in Management's Discussion and Analysis. Where used, the words "anticipate", "expect", "intend", "should" and similar 
expressions are intended to identify forward-looking statements. 


GENERAL 

Oceanex Income Fund (the "Fund") is a limited purpose trust. Its income is derived from the ownership of promissory notes and 
shares of Oceanex (1997) Inc. (the "Company"), a wholly owned subsidiary of the Fund. Cash distributions to Unitholders of the 
Fund are contingent on the operating results of the Company being sufficient to pay to the Fund interest on the promissory notes, 
dividends on the shares and make returns of capital thereon. The operating results of the Company are influenced by the volume 
of cargo carried on its vessels and the revenue generated therefrom. As a low cost, efficient and key provider of transportation 
services to Newfoundland and Labrador, the Company is well positioned to continue playing a significant role in the growing 
economy of the Province, fostered in part by investments forecasted in resource based sectors. 


CONSOLIDATED OPERATING RESULTS 
In 2002, Oceanex handled its highest volume of containers and trailers ever; at 70,202 TEU’s, this was 5% above last year’s 
throughput of 66,830 TEU’s. Similarly, automobile traffic reached 21,359 units in 2002, 10% ahead of 2001 (19,342 units). 


Overall, our Montreal service volumes were 2% better than in 2001, while our Halifax service enjoyed a 10% increase in both 
container and automobile traffic. 


Consolidated revenues, inclusive of fuel surcharges of $3.9 million ($5.2 million in 2001), reached $93 million for the year 
ending December 31, 2002, an increase of 2.2% over 2001 revenues of $91 million. Excluding fuel surcharge recoveries, 
consolidated freight revenues for 2002 amounted to $89.1 million, representing a 3.8% increase over the previous year 
(2001 - $85.8 million). As a result of the volatility of fuel costs, significant but necessary increases in fuel surcharges were 
implemented in the last quarter of 2002 which should attenuate the impact of high fuel cost. 


Operating, selling and administrative expenses were $80.1 million for 2002, 2.9% higher than the previous year ($77.8 million). 
As a result, income before amortization, investment income from ship replacement fund and income taxes was $12.9 million, 
marginally lower than last year (2001 - $13.1 million). Higher fuel costs, terminal operating expenses and equipment leasing costs, 
due in part to higher volumes, accounted for the increase in operating expenses. 


Investment income from the ship replacement fund was $1.5 million in 2002, compared to $2.3 million for 2001. Given market 
conditions, management is extremely pleased with these results. 


Income tax expense for the year was $0.1 million, compared to $1.1 million in 2001, due to changes in income and in statutory 
rates. 


Consolidated net income for the year ended December 31, 2002 was $9.7 million ($1.11 per unit) up 5.2% from $9.2 million 
in 2001 ($1.06 per unit). 


QUARTERLY INFORMATION 
The following table summarizes the consolidated results of the Fund on a quarterly basis for both 2002 and 2001. 


In thousands of dollars, except per unit information 
2002 - Quarter ended (unaudited) _ 


Dec. 31 


March 31 June 30 Sept. 30 
Revenue $e17-732 $ 26,391 $ 25,430 $ 23,411 
Income before amortization, investment income 
from ship replacement fund and income taxes 1,158 5,076 3,797 2,871 
Net income 977 3,534 2,790 2,380 
Earnings per trust unit 0.11 0.41 0.32 0.27 
Distributions per trust unit 0.28 0.28 0.28 0.28 


2001 - Quarter ended 


March 31 June 30 Sept. 30 Dec. 31 
Revenue $ 19,372 $ 24,787 $ 23,767 $ 23,039 
Income before amortization, investment income 
from ship replacement fund and income taxes S72 4,893 4,097 2,586 
Net income 1,231 3,561 3,318 1,096 
Earnings per trust unit 0.14 0.41 0.38 0.13 
Distributions per trust unit 0.28 0.28 0.28 0.28 


CHANGE IN ACCOUNTING POLICY 

Effective January 1, 2002, the Fund changed its method of accounting for goodwill as required by the Canadian Institute of 
Chartered Accountants’ Section 3062 "Goodwill and Other Intangible Assets". Under these new standards, goodwill is no longer 
amortized but is instead tested annually for impairment. After performing the appropriate test during the year, it was determined 
that goodwill was properly valued. 


NEW ACCOUNTING POLICY 

The Accounting Standards Board of the Canadian Institute of Chartered Accountants recently issued a new Handbook Section 
3063, Impairment of Long-Lived Assets (the "Section"), which addresses the financial accounting and reporting requirements for 
the impairment of long-lived assets. The Section will be effective prospectively for fiscal years beginning on or after April 1, 2003, 
with earlier adoption encouraged. We have not determined the effect, if any, the adoption of the Section will have on the Fund's 
financial position and results of operations when adopted as of January 1, 2004. 


LIQUIDITY AND CAPITAL RESOURCES 

Cash flows from operations, excluding investment income from the ship replacement fund, were $12.8 million in 2002 
($12.6 million in 2001). After funding $0.8 million of net sustaining capital expenditures ($3.9 million in 2001), cash distributions 
of $9.8 million ($112.44 per 100 trust units) were made. These distributions were identical to those made in 2001. In accordance 
with the Fund’s policy, these distributions were made after setting aside reserves deemed appropriate by the Board of Directors of 
the Company for working capital and sustaining capital expenditures. 


Cash distributions for fiscal 2002 were as follows : 


NON-TAXABLE PORTION 

RECORD DISTRIBUTION PAYMENT TAXABLE RETURN OF 
DATE DATE PER UNIT PORTION CAPITAL OTHER 
February 8 February 15 $ 0.0937 $ 0.0787 $ 0.0150 $ — 
March 8 March 15 0.0937 0.0801 0.0122 0.0014 
April 8 April 15 0.0937 0.0826 0.0072 0.0039 
May 8 May 15 0.0937 0.0826 0.0072 0.0039 
June 7 June 14 0.0937 0.0826 0.0072 0.0039 
July 8 July 15 0.0937 0.0826 0.0072 0.0039 
August 8 August 15 0.0937 0.0826 0.0072 0.0039 
September 9 September 16 0.0937 0.0826 0.0072 0.0039 
October 7 October 15 0.0937 0.0826 0.0072 0.0039 
November 8 November 15 0.0937 0.0826 0.0072 0.0039 
December 9 December 16 0.0937 0.0826 0.0072 0.0039 
December 27 January 15, 2003 0.0937 0.0826 0.0072 0.0039 
$ 1.1244 $ 0.9848 $ 0.0992 $ 0.0404 


$98.48 per 100 trust units or 87.6% of the distributions is taxable as income in the hands of the Unitholders for Canadian income 
tax purposes (83.9% in 2001). Included in the non-taxable portion totalling $13.96 per 100 trust units or 12.4% of the 
distributions, is an amount of $9.92 (8.8%) which is treated as a reduction of the adjusted cost base of the Unitholders’ trust 
units ($18.12 or 16.1% in 2001). . 


Capital expenditures include sustaining and expansionary expenditures. Sustaining capital expenditures are required to maintain 
volume throughput capacity. Expansionary capital expenditures are to provide operating improvements with respect to either 
capacity or cost savings. Expansionary capital expenditures are made only when, in the opinion of the Board of Directors of the 
Company, they would ultimately result in higher distributions to Unitholders. There were no expansionary capital expenditures in 
2002 or 2001 while the net sustaining capital expenditures funded by operations in 2002 amounted to $0.8 million ($3.9 million 
in 2001). The Company has ordered, for delivery in the second quarter of 2003, 110 new 53' containers to meet market demand 
for high capacity containers. This acquisition, at a cost of $1.5 million, is part of our sustaining capital expenditure program for 
2003. After five years, capital expenditures remain consistent with the Fund’s original five-year sustaining capital expenditures 
program and averaged $ 2.38 million per year. 


Investment income earned by the ship replacement fund consists of interest, dividends and other realized gains and losses and is 
entirely reinvested in the fund. The purpose of the ship replacement fund is to meet anticipated capital expenditures required to 
extend the useful life of the three vessels owned by the Company or to contribute towards replacing them. As at December 31, 
2002, the book value of the ship replacement fund was $25.2 million ($23.7 million in 2001); its market value was $29.2 million 
($26.8 million in 2001), yielding a 9% return in 2002 and an average of 10% per annum since inception. 


As at December 31, 2002, the Company had an available revolving operating line of credit of $10 million. At its discretion, the 
Company may increase its borrowings by $10 million per year up to an aggregate maximum amount equal to the greater of 
(i) $20 million, or (ii) double the amount of its income before interest, taxes and amortization for the most recently ended fiscal 
year. Any borrowing over and above those amounts requires the unanimous approval of the Board of Directors of the Company. 


RISKS AND OPPORTUNITIES 


The transportation sector has always been a good barometer of economic trends. By bridging the gap between producers and 
consumers, it provides a measure of the strength of local markets. The Company’s shipping volumes are influenced by 
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changing economic conditions affecting shippers or consignees. A period of economic downturn or slowdown could weaken 
market opportunities and may result in reduced volumes for the Company. 


Over the past few years, the Company implemented fuel surcharges to help compensate for the high level and volatility of 
fuel costs. The Company regularly reviews and adjusts its fuel surcharge based on market conditions. In light of ongoing 
uncertainty in the world oil market, the Company will continue to closely monitor the situation. 


While the loss of one or more large customers would have a negative impact on financial performance, the Company’s 
extensive customer base should limit such risks. The Company’s revenue includes two customers which individually account 
for more than 10% of revenue and together represent 23% of revenue. 


OUTLOOK 
Economic forecasts suggest that the Province of Newfoundland and Labrador should experience another year of solid growth 
in 2003. The resulting consumer confidence should provide strong and continuing support to the economy and retail sales. 


We are well positioned to benefit from developments in the resources sector during the construction phase of the White Rose 
offshore project scheduled for completion in late 2005, as well as the development of Voisey’s Bay mineral deposits. 


Our strong presence in the market, our solid reputation with business partners and the dedication of our employees are our most 
precious tools which will ensure that Oceanex retains its leadership role. We remain confident about our ability to produce sound 
results in 2003. 


In the course of 2002, Oceanex has sustained inefficiencies as a result of operating beyond optimal ship capacity on numerous 
occasions. Improvements to our land and terminal operations to alleviate the situation were implemented with positive results. 
However, in light of our volume growth in recent years and taking into account future opportunities expected to materialize 
from the positive economic outlook for the province of Newfoundland and Labrador, ship capacity becomes a key element. As 
a result, the Company has undertaken a review of its ship replacement program, which is now in its final stages of assessment. 


AUDITORS’ REPORT 


To the Unitholders of 
Oceanex Income Fund 


We have audited the consolidated balance sheets of Oceanex Income Fund [the "Fund"] as at December 31, 2002 and 2001 
and the consolidated statements of income, unitholders’ equity and cash flows for the years then ended. These financial 
statements are the responsibility of the Fund’s management. Our responsibility is to express an opinion on these financial 
statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that 
we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Fund 


as at December 31, 2002 and 2001 and the results of its operations and its cash flows for the years then ended in accordance 
with Canadian generally accepted accounting principles. 


Crret + ease 
Montreal, Canada, 


January 31, 2003. Chartered Accountants 


CONSOR DATED BALANCE SHEETS 


As at December 31 
[In thousands of dollars] 


2002 2001 
$ $ 
ASSETS 
Current assets 
Cash and cash equivalents [note 1] 4,569 994 
Accounts receivable 8,306 9,928 
Prepaids, supplies and other assets 1,442 1,167 
Total current assets 14,317 12,089 
Capital assets [note 4] 40,587 44,337 
Ship replacement fund, at cost 
[market value $29,229; 2001 - $26,807] 25,154 23,674 
Goodwill [note 2] 18,740 18,740 
98,798 98,840 
LIABILITIES AND UNITHOLDERS’ EQUITY 
Current liabilities 
Accounts payable and accrued liabilities 9,808 9,794 
Distributions payable to unitholders 817 817 
Total current liabilities 10,625 10,611 
Employee future benefit obligations [note 5] 572 465 
Future tax liability 9,964 9,998 
Unitholders’ equity [note 7] 77,637 77,766 
98,798 98,840 


Commitments and contingencies [notes 9 and 10] 


See accompanying notes 


On behalf of Oceanex Income Fund by Oceanex (1997) Inc., as administrator: 


David A. Tarr Peter Henrico 
Director Director 
Oceanex (1997) Inc. Oceanex (1997) Inc. 


CONSOLIDATED STATEMENT S Or Geir 


For the years ended December 31 
[In thousands of dollars, except per unit amounts] 


2002 2001 
$ $ 

Revenue 92,964 90,965 
Expenses 
Operating, selling and administrative 80,062 77,817 
Income before amortization, investment income 
from ship replacement fund and income taxes 12,902 13,148 
Amortization of capital assets 4,623 4,568 
Amortization of goodwill [note 2] — 519 
Income before investment income 
from ship replacement fund and income taxes 8,279 8,061 
Investment income from ship replacement fund 1,480 2292 
Income before income taxes 9,759 10,353 
Income tax expense [note 6] 78 1,147 
Net income 9,681 9,206 
Earnings per trust unit 1.11 1.06 
CONSOLIDATED STATEMENTS 
OF UNIT HORDERS-E@ win 
For the years ended December 31 
[In thousands of dollars] 

2002 2001 

$ $ 

Unitholders’ equity, beginning of year 77,766 78,370 
Net income 9 681 9,206 
Distributions to unitholders [note 8] (9,810) (9,810) 


Unitholders’ equity, end of year 77,637 77,766 


See accompanying notes 
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SO NSORDATED STATEMENTS OF CASH FLOWS 


For the years ended December 31 
[In thousands of dollars] 


2002 2001 
$ $ 

OPERATING ACTIVITIES 
Net income 9,681 9,206 
Items not requiring an outlay of funds: 
Amortization 4,623 5,087 
Employee future benefit obligations 107 30 
Future income taxes (34) 726 
Gain on disposal of capital assets (85) (179) 
Cash flows from operations 14,292 14,870 
Re-investment of income from ship replacement fund (1,480) (2,292) 
Change in non-cash working capital items related 
to operating activities 1,361 1519 
Cash flows related to operating activities 14,173 14,097 
FINANCING ACTIVITIES 

* Distributions to unitholders (9,810) (9,810) 
Cash flows related to financing activities (9,810) (9,810) 
INVESTING ACTIVITIES 
Purchase of capital assets (873) (4,115) 
Proceeds on disposal of capital assets 85 186 
Cash flows related to investing activities 788) (3,929) 
Net change in cash and cash equivalents during the year 3,575 358 
Cash and cash equivalents, beginning of year 994 636 
Cash and cash equivalents, end of year 4,569 994 
Supplementary information 
Income taxes paid 267 228 
Interest paid 12 42 


See accompanying notes 


NOTES TO CONSOLIDATED FINANCIALS TATEMENTS 


December 31, 2002 
[All tabular figures are in thousands of dollars] 


1, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Oceanex Income Fund [the "Fund"] is a limited purpose trust established under the laws of the Province of Ontario by a 
Declaration of Trust made as of October 31, 1997 [note 7]. The Fund, through its wholly owned subsidiary Oceanex (1997) Inc. 
[the "Company'], operates an intermodal transportation business in Canada. The Fund is administered by a Board of Trustees 
and these consolidated financial statements reflect the operations of the intermodal transportation business. 


Use of estimates 

The preparation of the Fund’s financial statements, in conformity with Canadian generally accepted accounting principles, 
requires management to make estimates that affect the reported amounts of assets and liabilities at the date of the financial 
statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from 
those estimates. 


Principles of consolidation 
The consolidated financial statements include the accounts of the Fund and of its wholly owned subsidiaries. 


Capital assets 
Capital assets are recorded at cost and are amortized on the straight-line method over their estimated useful lives which are 
as follows: 


Vessels 15 years 
Freight handling equipment 3 to 15 years 
Office equipment 3 to 10 years 


Goodwill 

On the acquisition of the intermodal transportation business in 1998, goodwill was recognized to the extent of the excess 
of the purchase price over the fair value of the underlying identifiable net assets acquired. Goodwill is tested annually for 
impairment. Discounted projected cash flows are used to assess if there has been an impairment in the value of goodwill. 


Financial instruments 

The Fund's primary financial instruments recognized in the balance sheet consist of accounts receivable, ship replacement 
fund, accounts payable and accrued liabilities and distributions payable to unitholders. Investments in the ship replacement 
fund accounted for at cost are assessed regularly against their respective current fair market value, and investments are written 
down for any permanent impairment in value. Investment income from the ship replacement fund represents interest, 
dividends and other realized gains and losses, and is entirely reinvested in the fund. The ship replacement fund is diversified 
and no individual investment accounts for more than 10% of the total value. The carrying values of the Fund's other primary 
financial instruments approximate fair values due to their short-term nature. 


Income taxes 

The Fund is a unit trust for income tax purposes and, as such, is only taxable on any taxable income not allocated to 
unitholders. As all taxable income has been allocated to unitholders, no provision for income taxes on the income of the 
Fund has been made. Income tax obligations relating to distributions from the Fund are the obligations of the unitholders. 


On the other hand, the Company provides for income taxes using the liability method of tax allocation. Under this method, 
future income tax assets and liabilities are determined based on deductible or taxable temporary differences between the 
financial statement values and tax values of assets and liabilities, measured using substantively enacted income tax rates 
expected to be in effect for the year in which the differences are expected to reverse. 


Employee benefit plans 

The Fund has defined benefit pension plans for the majority of its employees. The Fund accounts for its obligations under 
the employee benefits plans and related costs, net of the plan assets. The cost of pension and other retirement benefits 
earned by employees is actuarially determined using the projected benefit method prorated on services based on 


management's best estimate of investment returns, salary projections, retirement age of employees and estimated 
health-care costs. 
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NOTES FO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 2002 
[All tabular figures are in thousands of dollars] 


For the purpose of calculating the estimated rate of return on plan assets, assets are assessed at fair value. The excess of the 
net actuarial gain or loss over 10% of the greater of the accrued benefit obligations and the fair value of the plan assets is 
amortized over the average remaining service life of employees. 


Revenue recognition 
Revenue from voyages is recorded in the year during which the voyages are completed and collection is reasonably assured. 


Cash and cash equivalents 

Cash and cash equivalents include cash and marketable securities having a maturity of less than three months, reduced by 
the amount of outstanding cheques at year-end. The Company had cash equivalents of $3,988,000 as at December 31, 
2002 [nil as at December 31, 2001]. 


2. CHANGE IN ACCOUNTING POLICY 

Effective January 1, 2002, the Fund prospectively adopted the method of accounting for goodwill as required by The Canadian 
Institute of Chartered Accountants’ recommendations Section 3062, Goodwill and Other Intangible Assets. Under these new 
standards, goodwill is no longer amortized but is instead tested annually for impairment. 


The effect of this change on net income and earnings per trust unit is as follows: 


2002 2001 

$ $ 

Reported net income 9,681 9,206 
Amortization of goodwill — 519 
Adjusted net income 9,681 9,725 
Reported earnings per trust unit Uae 1.06 
Amortization of goodwill — 0.05 
Adjusted earnings per trust unit 1.11 1.11 


3. BANK INDEBTEDNESS 

The Company has an available revolving operating line of credit up to a maximum of $10,000,000 bearing interest at the 
greater of the bank’s prime rate and the average bankers’ acceptance rate plus 0.875%. The line of credit is collateralized by 
a charge on accounts receivable. As at year-end, $150,000 was used for the issuance of a letter of guarantee. 


4. CAPITAL ASSETS 


2002 2001 
Accumulated Accumulated 
Cost amortization Cost amortization 

$ 

Vessels 35,681 8,260 35,594 6,512 
Freight handling equipment 24,694 12,163 24,289 9,554 
Office equipment 2,201 1,566 1,820 1,300 
62,576 21,989 61,703 17,366 

Accumulated amortization 21,989 17,366 

Net book value 40,587 44,337 


NOTES TO CONSOLIDATED FINANCIAL STATEMEN I 5) 


December 31, 2002 
[All tabular figures are in thousands of dollars] 


5. EMPLOYEE FUTURE BENEFIT OBLIGATIONS 

The Company provides defined benefit pension plans for its employees and a non-pension post-retirement benefit plan for 
certain of its employees. On January 1, 2002, ship crews and fleet management personnel which were previously employed 
by an unrelated company acting as a sub-contractor to the Company were hired by the Company. As a result, the pension 
plan of these personnel was transferred to a newly created defined benefit plan sponsored by the Company. Based on an 
actuarial valuation performed as at that date, the value of the accrued benefit obligation and assets expected to be 
transferred to the Company upon regulatory approval amounted to $3,433,000 and $4,249,000 respectively. The transitional 
asset is being amortized on a straight-line basis over the expected average remaining service life of the ship crews and fleet 
management personnel. 


The following present values of the accrued employee future benefits as at year-end are based on the latest actuarial 
valuation performed as at January 1, 2001, and January 1, 2002 for the new plan. 


2002 2001 

Pension Other Pension Other 
Benefit Plans Benefit Plan Benefit Plans Benefit Plan 
$ $ $ $ 

Accrued benefit obligation 
Balance at beginning of year 8,436 568 8,674 522 
Transfer to the new plan 3,433 a — = 
Current service cost Heyy 35 506 32 
Special past service cost 240 — = = 
Interest cost 79) 39 573 36 
Benefits paid (370) (14) (314) (14) 
Actuarial gains = = (1,230) (8) 
Plan amendment — _ 227 — 
Balance at end of year 13,267 628 8,436 568 

Plan assets 

Fair value at beginning of year 9,404 — 8,388 = 
Transfer to the new plan 4,249 — = = 
Employer contributions 336 14 310 14 
Employee contributions 295 180 ae 
Benefits paid (370) (14) (314) (14) 
Expected return on plan assets 1,035 — 616 _ 
Actuarial gains (losses) (127) — 224 — 
Fair value at end of year 14,822 9,404 - 
Funded status - plan surplus (deficit) 1,555 (628) 968 (568) 
Unamortized net actuarial (gains) losses (990) 43 (1,133) 43 
Unamortized past service cost Z32 — "225 = 
Unamortized transitional asset (791) — — _ 
Accrued benefit asset (liability) 13 (585) 60 (525) 


Valuation allowance 


Accrued benefit asset (liability) 
net of valuation allowance 13 (585) 60 (525) 


Other benefit plan (585) (525) 
Employee future benefit obligations (572) (465) 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 2002 
[All tabular figures are in thousands of dollars] 


The Company’s net benefit plan expense for the years ended December 31, 2002 and 2001 was as follows: 


2002 2001 
Pension Other Pension Other 
Benefit Plans Benefit Plan Benefit Plans Benefit Plan 
$ $ $ $ 
Current service cost 442 a5 326 a2 
Interest cost 791 39 573 36 
Return on plan assets (1,035) = (616) = 
Amortization of past service cost 254 a 2 =. 
Amortization of net actuarial losses 
(gains) and transitional asset (69) = 1 _ 
Plan expense 383 74 286 68 
Other benefit plan 74 68 
Net plan expense 457 354 


The significant actuarial assumptions used by the Company to determine its accrued benefit obligations as at December 
31, 2002 and 2001, were as follows: 


2002 2001 
Pension Other Pension Other 
Benefit Plans Benefit Plan Benefit Plans Benefit Plan 
% % % % 
Discount rate 6.5 6.5 6.5 6.5 
Expected long-term rate 
of return on plan assets 7.7 _ 6.7 — 


Rate of compensation increase 3.0 4.0 3.0 4.0 


For measurement purposes, a 10% annual rate of increase in the per capita cost of covered health care benefits was assumed. 
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NOTES TO CONSOLIDATED FINANGIAE Ss TA EME its 


December 31, 2002 
[All tabular figures are in thousands of dollars] 


6. INCOME TAXES 
The reconciliation of income tax computed at combined statutory tax rates to income tax expense is: 


2002 2001 
$ $ 
Income before income taxes 9,759 10,353 
Combined income tax expense at statutory rates — 39.5% 
[2001 - 41.3%] 3,855 4,276 
Impact of interest expense of the Company paid to the Fund, 
eliminated on consolidation (3,633) (3,799) 
Large corporation tax 140 150 
Tax rate differential on temporary differences (191) 221 
Other (93) 299 
78 1,147 
Represented by: 
Current taxes 2 42] 
Future income taxes (recovery) (34) 726 
78 1,147 


Future income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities 
for financial statement purposes and the amounts used for income tax purposes. 


7. UNITHOLDERS’ EQUITY 

An unlimited number of trust units may be issued pursuant to the Declaration of Trust. Each unit is transferable and represents 
an equal undivided beneficial interest in any distributions from the Fund and in the net assets of the Fund. All units are of 
the same class with equal rights and privileges. Each unit is not subject to future calls or assessments. Each unit entitles the 
holder to one vote at all meetings of unitholders. 


Units are redeemable at any time at the unitholder’s option at 95% of the market price at the time subject to an aggregate 
maximum of $40,000 in cash redemptions in any particular month. Redemption in excess of this amount will be satisfied by 
distributing a pro rata share [approximately $6.99 principal amount per unit] of the $61 million 13% Series A unsecured 
subordinated promissory notes of the Company, which are presently owned by the Fund and are maturing in 2012. 


In January 1998, the Fund issued 8,725,000 trust units at a price of $10 per unit for gross proceeds of $87,250,000. There 
has been no issuance or redemption of units since the inception of the Fund in 1998. 
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December 31, 2002 
[All tabular figures are in thousands of dollars] 


8. DISTRIBUTIONS TO UNITHOLDERS 

The Fund's policy is to make distributions to unitholders equal to cash flows from operations, less investment income from 
ship replacement fund and such reserves for working capital and capital expenditures as may be considered appropriate by 
the directors of the Company. 


The Fund made cash distributions of $9,810,000 in 2002 and in 2001 [$1.1244 per unit]. 87.6% of the amount distributed 
in 2002 [83.9% in 2001] is taxable as income in the hands of the unitholders for Canadian income tax purposes, while the 
remaining portion of 12.4% [16.1% in 2001] is not taxable. 


9, COMMITMENTS 
The Company is committed under various operating leases with approximate minimum annual lease payments over the next 
five years as follows: 


$ 
2003 2,914 
2004 2,689 
2005 2,482 
2006 2,374 
2007 2,336 


10. CONTINGENCIES 

Claims and legal proceedings may be instituted against the Fund and the Company in the normal course of business. Legal 
proceedings are often subject to numerous uncertainties and it is not possible to predict the outcome of individual cases. In 
management's opinion, the Fund has made adequate provision for or has adequate insurance to cover all claims and legal 
proceedings. Consequently, any settlements reached should not have a material effect on the Fund’s financial position. 


11. INFORMATION ABOUT MAJOR CUSTOMERS 

During the year, two customers represented approximately $21,382,000 [23%] of total revenue [two customers represented 
approximately $20,154,000 or 22% in 2001]. In addition, at year-end, one customer accounted for $1,759,000 [21%] of 
trade accounts receivable [one customer accounted for $1,704,000 or 17% in 2001]. 
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From left to right: John M. Majchrowicz, Stephen W. Snow, Daniel Bélisle, Peter Henrico. 


Notes: 

(1) Member of the Audit Committee 

(2) Member of the Human Resources Committee 
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